June 25, 1968

First Supplement to Memorandum 68-5h

Subject: Program Budget for 1969-70 Fiscal Year

All state agencies are required to prepare "program budgets" for
the 1969-T0 fiscal year. Unlike the traditional budget which itemizes
the various expenditures by categories such as personal services, com-
munications, equipment, and the 1like, the program budget ltemizes ex-
penditures in terms of programs and measures production resulting from
such expenditures in terms of units of work accomplished.

We have received a great deal of material from the Department of
Finance and other sources relating to program budgeting. The concepts
are difficult to grasp and more Alfficult to apply to a specific budget.
We have concluded, however, that the Iaw Revision Commission can be con-
sidered as having only one significant program--preparation of recommended
legislation for consideration by Legislature. A more diffienlt problem is
to determine the work unit by vhich the Commission's production is to be
measured. After discussing the matter with the experts in the Department
of Finance, we have concluded that the muber of statute sections affected
by recommendations is probably the best measure of Commission production.
Despite the fact thet & bill containing conforming amendments to 40 or SO
statute sections may require far less work than a one-section bill meking
a significant change in the existing law, there appears to be no more
satisfactory measure of Commission production.

We are required to subtmit our program budget material to the Depart-
ment of Finance early enocugh in July so that it can be set in type and be
available in printed form by August 1. Attached is a rough draft of the

material we have prepared for submission to the Department of Finance.
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The basic policy decision for Commission attention at this time is whether
the Commission belleves that the staff estimates for production for the
1969 legislative session and the 1970 legislative session are reasonably
accurate., These estimates are somewhat speculative for 1970, and they
are based on the assumption that we will hold a three-day meeting every
other month, that we will meet for two full days on the other months, and
that no meeting will be held in August {staff valcations). We assume that
we willl hold three meetings that will be three full days, three meetings
that will be one evening and two full days, and five two-day meetings
during the 1968-69 and 1969-70 fiscal years. This is about the level of
Commission activity during the last four or five years (although the
Commission has been relatively inactive since September 1967). The esti-
mates also assume that the Commission members will study the meeting
materials prior to the meeting so that matters can be expeditiously covered
at meetings and informed policy ducisions can be made by the Commission.
If the Commission determines that these assumptions are unrealistic and
too burdensome on Commission members, the staff estimates of production
should be revised downward, the extent of the revision being determined
by the extent to which the assumptions are revised.

There are other factors than number of days devoted to meetings and
extent of preparation prior to meetings that determine Commission produce
tion. The ability of the Commission to consider matters and make decisions
is essential if a reasonable standard of production is to be achieved.

In addition, it is important to recognize that a point of diminishing
returns is scmetimes reached after which the extent of improvement that

can be achieved in a particular recommendation does not Justify the cost



in time that is required to make that additional improvement. In this
connection, it should be recognized that it is usually possible to ob-
tain enactment of recommendations to supplement or revise legislation
previocusly enacted upon Commission recommendation. The cost to the

State of California of the law Revision Commission, if allocated accord-
ing to the number of meetings held by the Commission, is approximately
$14,000 a meeting. Therefore, if we are to achieve the real benefits

of the program budgeting concept, it might he well to ask ocurselves after
each meeting how much the amount produced at that meeting was worth to
the state.

Respectfully submitted,

John H. DeMoully
Executive Secretary
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June 11, 1968

‘Management Memo No, 68-24

TO: ALL STATE AGENCIES

SUBJECT: PROGRAM BUDGETS FOR 1969-70

The goal of the Administration is to prepare and submit to the
Legislature a complete Program Budget. It is the responsibility of
the head of each state department, through the Secretary where
appropriate, to assure himself that the necessary steps are being
taken to reach this goal for the 1969-70 Governor's Budget.

For all departmental budgets, it is proposed to print organizational
detail without narrative immediately following the program presenta-
tion. When appropriate output~input measurements have been
established and accepted, consideration will be given to discontinue
the organfzational presentation in the Gnvernor 8 Budget,

1t is mendatory that all preparatory work be completed prior to the
rush period associated with final budget preparation., To accomplish
this, all departments will complete Program Budget narratives of
existing programs for preprints by August 1, 1968. These preprints
will be reviewed with you by the personn of the Division,
and the gallies ehould be revised as requ red. :

A W, wxmnakcsn

“ Diréetor of Flnance
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